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INTRODUCTION 


The  Accounting  Section  will  herein  attempt  to  set  forth  the 
paramount  factors  involved  in  financing  our  programs  for  highway  con- 
struction.  We  believe  that  there  is  much  misunderstanding  in  this 
field  and  that  these  misunderstandings  can  be  eliminated  by  presenting 
the  factors  in  simple  terms,  to  be  read  and  understood  by  all  those 
concerned. 

We  wish  to  express  our  appreciation  to  the  Planning  Survey 
Manager,  Office  Engineer,  Project  Control  Manager  and  others  for  informa- 
tion furnished  to  us. 


First,  we  should  be  aware  of  when,  how  and  from  where  our  funds 
are  derived  for  the  financing  of  the  various  phases  of  highway  construction; 
that  the  State  Highway  Commission  has  various  sources  of  income;  that  Federal 
Aid  apportionments  are  made  to  the  State  Highway  Commission  for  highway  con- 
struction; that  there  are  Federal  regulations  governing  the  receipt  of  these 
apportionments;  that  Montana  has  a  financial  district  law  and  how  it  func- 
tions , 

STATE  CONSTRUCTION  FUNDS 
Sources 

Motor  Fuel  Taxes 

GVW  Taxes 

U.  S.  Oil  Royalties 

Miscellaneous  Receipts 

City,  County  and  Railroad  Funds  for  Construction 

Unlike  a  legislative  appropriation  which  is  received  from  the 
General  Fund  at  the  beginning  of  a  fiscal  year,  revenue  to  the  State  High- 
way Fund  is  deposited  to  the  State  Highway  subaccount  within  the  State 
Eermarked  Fund  Account,  by  the  State  Board  Of  Equalization  monthly  as  collected, 
and  must  be  estimated  in  preparation  of  annual  budgets.  From  this  estimated 
revenue,  the  Highway  Engineer  has  the  fiscal' budget  prepared  for  the  adminis- 
tration, construction  and  maintenance  of  highways  which  must  conform  to  the 
legislative  appropriation  to  the  Highway  Commission.  This  budget  is  approved 
by  the  State  Highway  Commission  in  regular  session. 

In  preparing  the  budget,  the  administrative  costs  and  the 
maintenance  costs  are  determined  and  thence  all  remaining  revenue  is 
budgeted  for  highway  construction.  This  procedure  is  proper  since  highway 
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construction  is  a  continuous  operation  and  will  be  during  the  foreseeable 
future . 
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FEDERAL  FUNDS 

Sources 

Federal  Aid  Apportionments 

Federal  Aid  apportionments  are  made  annually  to  the  State  Highway- 
Commission  for  a  fiscal  year,  July  1  through  June  30,  and  are  allocated  to 
the  Interstate  System  and  the  ABC  Systems  (the  Primary,  Secondary  and  Urban 
Systems  are  commonly  referred  to  as  the  ABC  Systems).  It  should  be  understood 
that  the  apportionments  of  Federal  funds  do  not  constitute  an  actual  receipt  of 
funds  by  the  Highway  Commission,  but  only  that  Federal  funds  are  made  available 
on  a  reimbursable  basis;  that  is,  the  State  must  finance  the  work  and  voucher 
the  Bureau  'of  Public  Roads  for  the  Federal  Government's  participating  share  of 
the  costs.  The  amounts  of  the  apportionments  are  given  to  the  State  Highway 
Commission  approximately  nine  months  prior  to  the  start  of  the  fiscal  year  in 
which  apportionments  are  available  in  order  that  the  Commission  may  begin 
programming  projects  for  that  fiscal  year. 

Federal  apportionments  to  the  ABC  Systems  are  made  from  the  annual 
revenue  to  the  Federal  Highway  Trust  Fund  in  which  fund  the  revenue  for  Federal 
gasoline  taxes,  etc.,  are  deposited.  Forty-five  percent  of  this  annual  revenue 
is  apportioned  to  the  Primary  System,  thirty  percent  to  the  Secondary  System  and 
twenty-five  percent  to  the  Urban  System  on  a  nationwide  basis. 

The  foregoing  apportionments  are  made  to  the  individual  states  propor- 
tionally to  the  land  area,  population,  mail  route  mileage  and  cities  having  a 
population  of  five  thousand  and  over. 

Federal  apportionments  to  the  Interstate  System  are  made  from  annual 
special  revenues  deposited  to  the  Federal  Highway  Trust  Fund  designated  for  the 
construction  of  the  Interstate  Highway  System  and  apportioned  to  the  individual 
states  in  accordance  to  the  needs  to  complete  the  entire  Interstate  System  by 

the  year  1972. 
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Federal  apportionments  are  made  to  the  individual  states  by  the  use 
of  the  following  formulas: 
Primary  System 

One-third  of  the  Primary  System's  apportionment  to  a  state  is  in  the 
ratio  of  the  area  of  the  state  to  the  total  area  of  all  states. 

One-third  of  the  Primary  System's  apportionment  to  a  state  is  in  the 
ratio  of  the  population  of  the  state  to  the  total  of  all  states. 

One-third  of  the  Primary  System's  apportionment  to  a  state  is  in  the 
ratio  of  rural  delivery  mail  route  mileage  and  Star  mail  route  mileage  in  the 
state  to  the  total  of  the  rural  delivery  mail  route  mileage  and  Star  mail  route 
mileage  in  all  states  in  accordance  to  mileage  reported  for  the  next  preceding 
year  by  the  Post  Master  General. 
Secondary | System 

Steps  one  and  three  for  the  Primary  System's  apportionment  to  a  state 
are  also  used  in  computing  the  secondary  apportionment  to  a  state. 

Step  two  changes  to  read  one-third  in  the  ratio  of  rural  population 
of  the  state  to  the  total  of  rural  population  in  all  states. 
Urban  System 

The  Urban  System's  apportionment  to  a  state  is  in  ratio  to  the  total 
population  of  all  cities  and  municipalities  in  the  state  having  a  population  of 
five  thousand  or  more  to  the  total  population  of  all  cities  and  municipalities 
having  a  total  population  of  five  thousand  or  more  in  all  states  in  the  Nation. 
For  example,  if  the  total  population  of  all  cities  and  municipalities  in  the 
Nation  having  a  population  of  five  thousand  or  more  total  sixty  million  people, 
and  if  all  cities  and  municipalities  in  the  State  of  Montana  having  a  popula- 
tion of  five  thousand  or  more  totals  two  hundred  thousand,  Montana's  Urban 
System's  apportionment  for  the  fiscal  year  would  be  three-tenths  of  one  per- 
cent of  the  total  Federal  Urban  System's  funds  for  that  fiscal  year. 
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Interstate  System 

The  Interstate  System's  apportionment  to  a  state  is  in  accordance 
to  the  needs  to  complete  the  entire  Interstate  System  by  the  year  1972  and 
is  based  on  the  periodic  need  studies  submitted  by  the  state. 
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MATCHING  OF  STATE  AND  FEDERAL  FUNDS  TO  THE  HIGHWAY  SYSTEMS  AND  WITHIN  THE  STATE 

CONSTRUCTION  FINANCIAL  DISTRICTS. 

The  preceding  paragraphs  have  explained  the  when,  how  and  where  high- 
way construction  funds  are  obtained.  The  succeeding  paragraphs  will  explain  how 
these  funds  are  allocated  to  the  highway  systems  in  accordance  with  our  State 
Construction  Financial  District  law  and  Federal  regulations. 
Financial  Districts 

For  the  purpose  of  apportioning  expenditures  for  highway  construction 
the  State  of  Montana  is  divided  into  the  following  twelve  financial  districts 
and  the  counties  in  each  district  are  as  follows t 

District  No.   1  Lincoln,  Flathead  and  Lake 

2  Glacier,  Toole,  Liberty,  Hill  and  Blaine 

3  Phillips,  Valley,  Daniels,  Sheridan  and  Roosevelt 

4  McCone,  Richland,  Dawson,  Prairie  and  Wibaux 

5  Fergus,  Garfield  and  Petroleum 

6  Pondera,  Teton,  Chouteau,  Cascade  and  Judith  Basin 

7  Lewis  &  Clark,  Jefferson  and  Broadwater 

8  Sanders,  Mineral,  Missoula,  Ravalli,  Granite  and 
Powell 

9  Beaverhead,  Deer  Lodge,  Silver  Bow  and  Madison 

10  Park,  Gallatin,  Sweet  Grass,  Meagher  and  Wheatland 

11  Golden  Valley,  Musselshell,  Stillwater,  Yellowstone, 
Carbon,  Big  Horn  and  Treasure 

12  Rosebud,  Custer,  Fallon,  Powder  River  and  Carter 

The  map  on  the  following  page  shows  the  boundaries  of  the  Montana  High- 
way Financial  Districts. 
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Distribution  of  State  Construction  Funds  To  The  Financial  Districts 

The  available  State  Highway  construction  funds  as  referred  to  in  the 
forementioned  budget  are  apportioned  to  the  Twelve  Financial  Districts  in 
accordance  with  the  provisions  of  Section  84-1817  of  the  Revised  Codes  of  Montana, 
1947,  as  amended. 

This  law  provides  that  the  available  State  construction  funds  shall 
be  apportioned  to  the  Federal  Aid  Interstate  System,  the  Federal  Aid  Primary 
System,  the  Federal  Aid  Secondary  System,  and  the  Federal  Aid  Urban  System  in 
proportion  to  the  amounts  required  to  match  the  Federal  apportionments  available 
for  expenditure  on  these  systems  at  the  beginning  of  each  fiscal  year. 

Under  this  procedure,  an  appraisal  is  made  as  of  July  1  of  each  fiscal 
year  of  the  amount  of  Federal  apportionment  available  for  expenditure  on  each 
of  the  systems.  The  amount  of  Federal  apportionment  available  includes  the 
apportionment  for  the  current  year  in  addition  to  any  unmatched  amounts  of 
Federal  apportionment  which  remain  from  the  previous  year  or  years.   An  estimate 
is  then  made  of  the  amount  of  State  construction  funds  which  would  be  required 
to  match  the  available  Federal  apportionment  for  each  system  according  to  the 
following  matching  ratios  which  apply  to  each  system: 

CURRENT  MATCHING  RATIOS 
HIGHWAY  SYSTEM  FEDERAL  STATE 

Interstate  91.24#  8.76% 

Primary  56.78%  43.22b 

Secondary  56.78%  43.22^ 

Urban  56.78%  43.22>o 

After  an  estimate  has  been  made  of  the  amount  of  State  construction 
funds  required  to  match  available  Federal  apportionments  for  all  systems,  this 
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total  figure  is  compared  with  the  amount  of  State  matching  funds  actually  avail- 
able for  that  fiscal  year,  as  established  in  the  budget  for  the  year.   If,  the 
State  construction  funds  available  are  less  than  the  amount  of  State  construction 
funds  required  for  the  full  matching  of  the  Federal  apportionments,  the  allotment 
of  State  funds  to  each  system  is  reduced  proportionately  for  all  systems.  For 
example,  if  the  State  matching  funds  available  amounted  to  only  seventy-five 
percent  of  the  full  amount  required  to  match  the  available  Federal  apportionments, 
the  allotment  of  State  funds  to  each  system  would  be  equal  to  only  seventy-five 
percent  of  the  amount  required  to  match  Federal  apportionments  for  that  particular 
system.  This  feature  insures  that  the  proper  balance  is  maintained  in  construct- 
ing each  system  and  no  system  may  be  favored  at  the  expense  of  the  other  systems. 

The  actual  computation  to  be  made  to  determine  the  State's  funds 
required  is  basically: 

If  the  fiscal  year  Federal  apportionment  to  Montana  for  the  Primary 
System  is  three  million  dollars,  which  represents  fifty-six  point  seventy-eight 
percent  of  the  construction  costs  on  the  Primary  System,  thence  Montana's 
matching  funds  for  the  Primary  System  on  a  State-wide  basis  would  amount  to  two 
million  two  hundred  eighty-three  thousand  five  hundred  fifty  dollars  and  fifty- 
four  cents.  A  similar  computation  is  made  in  computing  the  State's  matching 
money  required  for  the  other  systems  on  a  State-wide  basis. 

We  wish  to  explain  at  this  point  that  the  highway  budget  carries  over 
any  unspent  construction  funds  from  the  previous  fiscal  year;  however,  these 
unspent  funds  have  been  obligated  to  match  previous  Federal  apportionments  and 
must  be  deducted  before  computing  the  available  State  funds  for  matching  the  current 
Federal  apportionment. 
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After  the  computations  are  made  for  the  allotment  of  State  construction 
funds  to  the  various  highway  systems,  the  next  step  involves  the  computation  of 
the  amounts  which  are  to  be  apportioned  to  the  financial  districts  for  the  Inter- 
state and  Primary  Systems;  to  the  financial  district  and  the  counties  for  the 
Secondary  System;  and  to  the  cities  over  five  thousand  population  for  the  Urban 
System.  The  computations  include  both  State  and  Federal  funds. 
Interstate  System 

The  Federal  Aid  Highway  Act  of  1956  provides  that  an  estimate  shall  be 
made  by  each  state  periodically  of  the  amount  of  money  which  will  be  required  to 
construct  the  Interstate  System  to  the  prescribed  standards  by  the  year  1972.  A 
State  law  provides  that  this  same  estimate  shall  be  used  as  the  base  for  dis- 
tributing the  State  construction  funds  among  the  financial  districts.  For 
example,  if  the  estimate  of  Interstate  System  construction  costs  showed  that 
ten  percent  of  the  costs  developed  are  required  by  any  financial  district,  that 
district  would  be  apportioned  ten  percent  of  the  State  construction  funds 
allocated  to  the  Interstate  System.  Since  a  reappraisal  must  be  made  periodi- 
cally, uniform  progress  should  be  maintained  among  the  different  financial 
districts,  and  the  ultimate  completion  of  the  system  should  be  accomplished 
almost  simultaneously  in  all  districts. 
Primary  System 

Federal  funds  are  apportioned  for  the  Primary  System  according  to 
the  provisions  of  the  Federal  Highway  Acts.  One  of  the  provisions  of  these 
acts  requires  that  the  application  of  Federal  Primary  Road  funds  is  restricted 
to  a  system  of  highways  in  each  state  limited  to  seven  percent  of  the  total  road 
miles  within  the  state  exclusive  of  Federal  reservations  and  based  on  the  1922 
road  mileage.   (Road  mileage  on  Federal  reservations  may  be  added  to  the  Primary 
System  when  justified.)  Subsequent  legislation  permits  this  seven  percent  to  be 
raised  in  one  percent  increments  of  the  total  certified  mileage  when  ninety 
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percent  of  the  Primary  System  has  been  completed  and  maintenance  assured.  For 
example,  presently  the  Montana  Primary  System,  exclusive  of  Federal  reservations 
contains  four  thousand  six  hundred  ninety-seven  road  miles.  When  ninety  percent 
of  this  mileage  or  four  thousand  two  hundred  twenty-seven  point  three  miles  have 
been  completed,  eight  percent  of  our  road  mileage  in  the  year  1922,  exclusive  of 
Federal  reservations,  or  five  thousand  three  hundred  sixty^eight  miles  can  be 
included  on  the  Primary  System.  When  ninety  percent  of  this  mileage  is  completed, 
nine  percent  of  the  1922  mileage,  exclusive  of  Federal  reservations,  can  be 
included  en  the  Primary  System,  and  so  on. 

State  construction  funds  for  the  Primary  System  are  divided  among  the 
financial  districts  in  proportion  to  the  incompleted  mileage  on  the  Primary 
System  in  each  district.  Each  fiscal  year,  the  individual  sections  of  Primary 
System  highways  are  analyzed  in  order  to  determine  the  extent  of  deficiency  that 
exists.  The  deficiency  is  converted  to  incompleted  mileage  by  the  process  of 
multiplying  the  section  length  by  the  percentage  of  deficiency  that  exists.   For 
example,  a  ten  mile  section  of  highway,  which  is  fifty  percent  deficient  with 
respect  to  current  standards,  would  be  classified  as  five  miles  of  incompleted 
highway. 

The  total  of  incompleted  Primary  System  highway  mileage  throughout  the 
State  is  then  summarized,  and  each  financial  district  is  apportioned  State 
construction  funds  in  proportion  to  the  incompleted  mileage  located  in  that 
district.  Under  this  procedure,  any  financial  district  which  has  ten  percent  of 
the  incompleted  mileage  would  be  apportioned  ten  percent  of  the  State  construction 
funds  for  the  Primary  System.  Since  State  construction  funds  are  matched  to 
Federal  fund  apportionments,  ten  percent  of  the  matched  Federal  apportionments 
for  the  Primary  System  would  also  be  apportioned  to  that  financial  district. 
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The  law  provides  that  a  bridge  on  the  Primary  System  with  a  total  cost 
exceeding  five  hundred  thousand  dollars  may  be  financed  under  special  provisions. 
Under  these  conditions,  the  estimated  State's  share  of  tne  cost  may  be  withdrawn 
from  the  Primary  System  construction  funds  before  the  allocation  is  made  to  the 
financial  districts.  This  money  is  advanced  to  the  financial  district  in  which 
the  bridge  is  located  with  the  provisions  that  it  be  repaid  in  equal  installments 
over  a  period  of  the  following  five  years.  The  repayments  are  distributed  to  the 
financial  districts  in  proportion  to  the  allocation  percentages  in  effect  at  the 
time  that  the  original  money  was  advanced.   In  practice,  this  provisions  permits 
the  financing  of  major  structures  on  a  "time  payment  plan."  Matching  Federal 
apportionment  would  be  handled  in  the  same  manner. 
Secondary  System 

The  law  provides  that  the  State  construction  funds  for  the  Secondary 
System  shall  be  divided  among  the  financial  districts  on  the  basis  of  a  four 
factor  formula.  The  formula  assigns  equal  value  to  rural  road  mileage,  land 
area,  rural  population  and  value  of  rural  lands,  including  the  value  of  State- 
owned  lands.  Each  financial  district  shares  in  the  State  Secondary  System's 
construction  funds  in  the  proportion  that  the  district's  values  relate  to  the 
State  total  for  each  factor.  For  example,  assume  that  the  district  hast 

2%  of  the  land  area 

4%  of  the  rural  population 

3%  of  the  rural  road  mileage 

1%   of  the  value  of  rural  lands 


16%  divided  by  4  equals  4%  average  of  the  total. 
This  district  would  receive  four  percent  of  the  State  construction 
funds  since  it  has  an  average  value  for  the  four  factors  equal  to  four  percent 
of  the  State  total.  Since  State  construction  funds  are  matched  for  Federal  fund 
apportionments,  four  percent  of  the  matched  Federal  apportionments  for  the 
Secondary  System  would  also  be  apportioned  to  that  financial  district. 

-  11  - 


The  apportionment  procedure  for  the  Secondary  System  also  carries  the 

distribution  beyond  the  financial  district  level  to  the  county  level.  Each  of 

the  counties  throughout  the  State  shares  in  the  State  construction  funds  in 

proportion  to  the  same  factors  described  in  the  formula  for  the  financial 

districts.  Matching  Federal  apportionment  would  be  handled  in  the  same  manner. 

The  law  also  permits  the  financing  of  major  bridges  on  the  Secondary 

System  similar  to  the  provisions  for  the  Primary  System.  Differences  exist, 

however,  in  that  the  State's  share  of  the  cost  must  be  more  than  three  times  the 

annual  allocation  of  State  Secondary  System's  construction  funds  to  the  county 

or  counties  in  which  the  bridge  is  located.   If  a  bridge  qualifies  under  these 

specifications,  the  State's  share  of  the  cost  is  withdrawn  from  the  total 

Secondary  System  construction  funds  prior  to  the  distribution  to  the  financial 

districts  and  the  counties.  The  withdrawn  money  is  allocated  to  the  county  or 

counties  in  which  the  bridge  is  located  for  expenditure  on  that  bridge.  Although 

the  original  money  is  allocated  to  a  specific  county  within  a  financial  district, 

the  repayment  is  made  by  all  counties  in  that  financial  district.   Repayment  must 

be  made  over  a  maximum  period  of  ten  years.  Matching  Federal  apportionment  would 

be  handled  in  the  same  manner. 

Urban  System 

Federal  Urban  System's  apportionment  may  be  expended  only  in,  cities  over 

five  thousand  population.  The  following  cities  in  Montana  meet  this  population 

qualification  as  of  the  1960  Census. 

Anaconda  Glendive  Kalispell 

Billings  Great  Falls  Lewistown 

Bozeman  Havre  Livingston 

Butte  Helena  Miles  City 

Missoula 
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State  construction  funds  for  the  matching  of  Federal  Urban  System's 
apportionment  are  apportioned  to  these  cities  in  proportion  to  the  population  of 
the  city  and  its  environs  as  reported  in  the  1960  Census. 

Federal  Urban  System's  apportionment  and  State  matching  funds  may  be 
expended  on  either  Primary  or  Secondary  System  highway  extensions  within  the 
urban  limits  of  these  cities. 
General  Provisions 

It  is  necessary  that  some  latitude  be  granted  in  the  expenditure  of 
State  construction  funds  in  any  financial  district  so  that  a  contract  could  be 
awarded  which  would  involve  a  minor  overrun  in  the  amount  of  money  actually 
available  in  that  district.  The  State  law  provides  that  the  expenditure  of 
State  funds  in  any  district  may  be  overrun  to  the  extent  of  fifteen  percent 
above  the  amount  of  the  annual  apportionment  to  that  district.  These  provisions 
apply  to  both  the  Primary  and  Secondary  Systems.  The  same  tolerance  is  allowed 
in  allocating  matching  Federal  apportionments. 

Further  latitude  is  granted  with  regard  to  the  Secondary  System  so 
that  the  expenditure  of  State  funds  in  any  county  may  exceed  its  available 
money  to  the  extent  of  three  times  the  annual  apportionment  of  State  Secondary 
System's  construction  funds  to  that  county,  provided  that  the  excess  expendi- 
ture does  not  overrun  the  financial  district  more  than  fifteen  percent  of  its 
annual  apportionment.  Matching  Federal  apportionment  would  be  handled  in  the 
same  manner. 

The  annual  allocation  of  Federal  Urban  System's  apportionment  to  the 
State  of  Montana  is  quite  small  because  of  the  minor  urban  population  in  Montana 
as  compared  with  the  nation;  consequently,  the  State  matching  funds  for  urban 
highways  is  also  rather  limited.  For  this  reason,  several  years  may  elapse 
before  enough  funds  have  accumulated  to  permit  the  financing  of  an  urban  project 
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in  any  of  these  cities.  Rather  than  to  have  all  construction  suspended  in  these 
cities  until  enough  funds  have  accumulated  in  each  city  to  finance  a  project, 
limitations  on  overruns  for  urban  funds  have  been  omitted  from  the  law.  It  is 
the  practice  to  overrun  a  city's  funds  to  any  reasonable  extent  necessary  to 
finance  an  essential  project.  The  number  of  overruns  and  the  amount  of  over- 
runs is,  of  course,  limited  by  the  available  Federal  Urban  System's  apportion- 
ment and  State  matching  funds  for  the  State  as  a  whole. 

A  large  portion  of  the  new  Interstate  System  will  be  built  on  entirely 
new  location,  and  in  some  instances  the  new  location  may  be  considerable  distance 
from  existing  highways.   In  order  to  provide  the  proper  connections  so  that  the 
traffic  flow  may  be  maintained,  it  will  be  necessary  to  construct  long  projects 
which  may  involve  a  substantial  overrun  in  the  amount  of  funds  available  in  any 
financial  district.   In  order  to  provide  for  this  contingency,  the  State  law 
permits  overruns  in  any  financial  district  money  for  the  Interstate  System  equal 
to  one  hundred  percent  of  the  annual  apportionment  to  that  district.  The  same 
tolerance  is  allowed  in  allocating  matching  Federal  apportionments. 

All  overruns  are  deducted  from  future  State  and  Federal  apportionments 
to  the  financial  district,  county  or  city  concerned. 

The  Project  Control  Manager,  upon  receiving  a  copy  of  the  approved 
highway  budget  and  a  copy  of  the  Federal  apportionments  to  the  State  of  Montana, 
allocates  State  and  Federal  funds  to  the  highway  systems,  financial  districts, 
counties  and  cities  as  provided  in  the  preceding  paragraphs.  He  prepares  and 
maintains  a  tabulation  of  the  available  moneys  to  these  systems,  financial 
districts,  counties  and  cities,  lading  into  consideration  any  carry  overs  from 
previous  fiscal  years,  any  over  allowances  made  to  financial  districts,  counties 
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'PROCEDURES  FOR  OBLIGATING  STATE  AND  FEDERAL  APPORTIONMENTS  TO 

PROJECT  CONSTRUCTION 

The  next  phase  of  highway  construction  financing  to  be  covered  deals 
with  the  financing  of  the  highway  construction  project.  Procedures  must  be 
made  to  allocate  State  and  Federal  Funds  to  the  project  and  to  assure  that 
Federal  Aid  can  be  obtained  on  all  Federal  Aid  participating  costs  for  all 
phases  of  the  work.  This  requires  that  we  conform  to  all  Federal  regulations 
pertaining  to  the  programming  of  the  four  phases  of  highway  construction}  which  are 
preliminary  engineering  which  includes  the  preparation  of  survey,  plans  and 
estimates;  rights-of-way  procurement;  incidental  construction  which  includes 
utility  and  railroad  facility  relocations;  and  the  actual  work  of  constructing 
the  project  including  the  engineering  and  supervision  for  this  phase  of  the 
work. 
Project  Designation 

Various  studies,  reconnaissance  surveys,  etc.,  are  made  to  establish 
a  tentative  project  construction  program  extending  several  years  in  the  future. 
Various  routes  and  project  lengths  are  determined,  project  numbers  assigned, 
preliminary  cost  estimates  are  computed,  construction  priorities  established, 
etc.  Priorities  on  the  Primary  System  are  established  on  a  need  basis  and 
available  funds  to  the  financial  district.  Priorities  on  the  Secondary  System 
are  established  by  the  county  board  of  commissioners  and  available  funds  to 
the  financial  districts  and  counties.  Priorities  on  the  Urban  System  are 
established  on  a  need  basis  and  available  funds.  Priorities  on  the  Interstate 
System  are  established  by  the  available  funds  to  the  financial  district. 

Where  a  Federal  Aid  highway  route  is  established  resulting  in  the 
bypassing  of  or  passing  through  of  any  city,  town  or  village  incorporated  or 
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unincorporated,  a  public  hearing  must  be  held,  Notice  of  a  public  hearing  is 

published  in  the  local  newspapers.  Bureau  of  Public  Roads  and  State  personnel 

are  available  to  explain  the  Highway  Commission's  position  and  to  accept  any 

suggestions  presented  by  the  public.  A  complete  transcript  of  the  hearing  is 

made  and  distributed  to  all  parties  concerned.  If  there  are  no  objections  to 

the  established  route,  the  project  will  be  constructed  as  planned.  If  there 

are  objections  to  the  established  route,  the  matter  is  reviewed  and  changes 

made  where  feasible. 

Programming 

Preliminary  Engineering,  Rights-Of-Way  Procurement,  and  Incidental  Construc- 
tion 

The  next  step  is  to  place  the  project  in  program  status  for  prelimi- 
nary engineering,  rights-of-way  procurement,  and  incidental  construction  at 
estimated  costs.  The  Preconstruction  Engineer  furnishes  the  estimated  cost 
for  the  preliminary  engineering.  The  Rights-Of-Way  Engineer  furnishes  the 
estimated  cost  for  the  rights-of-way  procurement  and  the  incidental  construc- 
tion. From  these  documents  the  Office  Engineer  is  instructed  by  the  Pre- 
construction Engineer  and  the  Rights-Of-Way  Engineer  to  prepare  program 
documents  for  preliminary  engineering,  rights-of-way  procurement  and  incidental 
construction  costs  for  submission  to  the  Bureau  of  Public  Roads  for  their 
approval.  Before  these  programs  can  be  submitted  to  the  Bureau  of  Public  Roads 
for  approval  on  Secondary  System  projects,  they  must  be  approved  by  the  board 
of  county  commissioners  in  which  county  the  project  is  to  be  constructed. 

Preliminary  engineering,  rights-of-way  procurement  and  incidental 
construction  can  be  programmed  together  or  separately. 

These  programs  for  a  project  can  be  submitted  to  the  Bureau  of  Public 
Roads  in  one  of  two  stages.  If  the  programs  are  submitted  in  stage  one,  this 
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stage  merely  sets  an  approval  date  by  the  Bureau  of  Public  Roads  for  the  program. 
The  State  must  subsequently  request  and  receive  an  authorization  date  to  proceed 
with  the  work  before  any  costs  incurred  oh  the  project  are  eligible  for  Federal 
participation.  Any  costs  incurred  prior  to  this  date  are  to  be  borne  entirely  by 
the  State .  For  preliminary  engineering  this  date  will  normally  be  concurrent  with 
the  program  date.  For  rights-of-way  this  date  will  also  normally  be  concurrent 
with  the  program  date.  For  the  relocation  of  utility  and  railroad  company's  facil- 
ities (incidental  construction)  this  date  is  the  date  the  Bureau  of  Public  Roads' 
Division  Engineer  approves  the  agreement  entered  into  between  the  State  and  the 
utility  or  railroad  company  covering  the  relocation.  Any  preliminary  engineering 
incurred  in  connection  with  the  relocation  of  such  facilities  is  chargeable  to 
the  preliminary  engineering  program  and  is  authorized  under  that  program.  The 
Bureau  of  Public  Roads  does  not  obligate  their  funds  to  the  project  in  stage  one. 
The  State  obligates  State  funds  for  the  project  in  stage  one,  and  the  obligation 
is  subtracted  by  the  Project  Control  Manager  from  unobligated  available  State 
funds.  Although  the  Bureau  of  Public  Roads  does  not  obligate  Federal  funds  in 
stage  one,  the  Project  Control  Manager,  to  keep  the  State  and  Federal  apportion- 
ments in  balance,  must  reflect  the  obligation  to  the  Federal  apportionments  in 
his  accounting,  since  State  matching  funds  have  been  apportioned  to  the  highway 
systems  and  the  financial  districts  in  accordance  with  the  available  State  appor- 
tionments. These  procedures  may  not  always  be  followed  by  the  Project  Control 
Manager  when  it  is  not  desirable  to  obligate  the  funds  in  this  stage .  The 
Accounting  Section  sets  up  a  reserve  for  the  State's  obligation  and  transfers  the 
necessary  funds  to  State  Highway  Commission's  subaccount  within  the  Federal 
Revenue  fund  account.  Once  transferred,  these  funds  can  be  disbursed  for  no  other 
purpose  than  that  for  which  the  reserve  was  made ,  except  they  shall  finance  the 
Federal  participation  on  an  accounts  receivable  basis  until  such  time  as  public 
vouchers  can  be  submitted  to  the  Bureau  of  Public  Roads  and  reimbursement  received, 
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When  it  has  been  determined  that  the  proposed  project  for  which  the  fore- 
going programs  have  been  submitted  is  to  be  constructed  and  the  approximate  date 
established,  the  necessary  documents  are  submitted  to  the  Bureau  of  Public  Roads 
by  the  Office  Engineer  to  advance  the  program  to  stage  two.  At  this  time  Federal 
funds  are  obligated  and  the  Project  Control  Manager  deducts  this  obligation  from 
the  unobligated  Federal  apportionments.  If  the  Office  Engineer  requests  the 
Bureau  of  Public  Roads  to  prepare  a  project  agreement  for  these  programs  for  sub- 
mission to  the  State  Highway  Commission  for  their  approval  and  ultimate  execution 
by  the  Bureau  of  Public  Roads,  the  Accounting  Section  can  commence  the  preparation 
of  public  vouchers  to  the  Bureau  of  Public  Roads  for  reimbursement  of  their  partici- 
pating share  of  the  cost  of  the  work.  However,  if  this  project  agreement  is  not 
executed,  public  vouchers  cannot  be  submitted.  The  only  purpose  for  advancing  a 
project  to  stage  two  without  executing  a  project  agreement  is  to  obligate  the 
Federal  funds .  The  advantage  of  obligating  these  funds  is  only  to  prohibit  their 
use  for  other  purposes,  and  to  avoid  any  lapsing  of  Federal  funds  due  to  their  not 
being  obligated  in  a  specified  time.  The  time  element  in  which  funds  can  be  obli- 
gated in  stage  two  is  unlimited.  However,  once  a  project  agreement  is  executed; 
the  following  Bureau  of  Public  Roads'  regulations  become  effective: 

In  the  event  that  actual  construction  of  the  road  on  the  rights -of -way 
is  not  undertaken  by  the  close  of  the  seventh  fiscal  year  following  the  fiscal  year 
in  which  the  project  agreement  is  executed,  the  State  Highway  Department  will  repay 
to  the  Bureau  of  Public  Roads  the  sum  or  sums  of  Federal  funds  paid  to  the  highway 
department  under  the  terms  of  the  project  agreement. 

In  the  event  that  actual  construction  of  the  road  for  which  the  preliminary 
engineering  is  undertaken  is  not  started  by  the  close  of  the  fifth  fiscal  year  follow- 
ing the  fiscal  year  in  which  the  project  agreement  is  executed,  the  State  Highway 
Department  will  repay  to  the  Bureau  of  Public  Roads  the  sum  or  sums  of  Federal  funds 
paid  to  the  highway  department  under  the  terms  of  the  project  agreement. 

Programs  can  be  submitted  directly  in  stage  two  bypassing  stage  one  if 

the  State  so  desires.  Stage  two  then  would  set  the  program  date  and  the  approval 

date  from  which  costs  are  participating  by  the  Bureau  of  Public  Roads  as  well  as 

obligating  Federal  funds.  Boundary  limits  and  cost  estimates  indicated  in  the 

-  19  - 


r 


programs  can  be  changed,  and  approval  requested  for  such  changes  from  the  Bureau 
of  Public  Roads  when  the  program  is  in  stage  one  or  two.  The  Bureau  of  Public 
Roads  has  given  the  states  a  choice  as  to  programming  rights-of-way  investigation. 
The  State  of  Montana  has  chosen  to  consider  these  costs  as  a  rights-of-way  item, 
and  Federal  participation  in  such  costs  is  from  the  aforementioned  authorization 
to  proceed  date.  However,  the  State  must  obtain  from  the  Bureau  of  Public  Roads 
an  approval  to  proceed  with  the  actual  acquiring  of  rights-of-way.  Any  charges 
for  the  actual  acquiring  of  rights-of-way  incurred  prior  to  this  approval  must  be 
borne  entirely  by  the  State. 

Reimbursement  Planning 

The  Bureau  of  Public  Roads,  like  our  Commission,  obtains  their  funds  from 
current  taxes  and  do  not  always  have  on  hand  sufficient  funds  to  cover  their  appor- 
tionments, so  their  accountants  have  prepared  tables  to  determine  the  amount  of 
money  they  will  have  on  hand  at  any  given  time.  These  tables  are  then  extended  to 
compute  what  the  Bureau  of  Public  Roads1  obligation  can  be  at  any  given  time.  They 
refer  to  this  procedure  as  reimbursement  planning  and  by  it  regulate  the  rate  at 
which  each  state  can  obligate  its  Federal  apportionments.  An  accounting  is  furnished 
the  state  of  this  reimbursement  planning,  and  the  Project  Control  Manager  is  bound 
to  it.  It  can  readily  be  seen  that  the  Project  Control  Manager  cannot  maintain  his 
accounting  to  the  Federal  apportionments  solely,  but  must  also  maintain  his  account- 
ing to  the  accounting  furnished  by  the  Bureau  of  Public  Roads  for  reimbursement 
planning . 

Progress-Of-The-Work  Planning 

Since  the  State  of  Montana's  reserve  for  construction  is  diminishing  as 
our  construction  program  expands,  and  we  must  finance  more  and  more  of  the  Federal 
participation  in  our  accounts  receivable  until  reimbursement  can  be  received,  the 
State  Highway  Commission  of  Montana  may  have  to  resort  to  a  plan  similar  to  the 
Bureau  of  Public  Roads'  reimbursement  planning.  This  type  of  planning  by  the  states 
is  commonly  referred  to  as  a  plan  for  the  progress-of-the-work.  We  would  suggest 
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that  the  planning  be  a  joint  operation  of  the  Preconstruction  Engineer,  the  Rights- 
Of-Way  Engineer,  the  Construction  Engineer,  the  Bridge  Engineer,  the  Office  Engineer, 
the  Project  Control  Manager  and  the  Accounting  Section. 

The  Actual  Work  Of  Constructing  The  Project  Including  The  Engineering 
And  Supervision  For  This  Phase  Of  The  Work. 

When  the  preliminary  phases  of  the  work  are  well  advanced,  and  the  engi- 
neers have  an  estimate  of  the  cost  for  the  actual  construction  of  the  project,  a 
program  for  the  actual  construction  of  the  project  including  engineering  and  super- 
vision for  that  phase  of  the  work  is  submitted  by  the  Office  Engineer  to  the  Bureau 
of  Public  Roads  for  approval  in  stage  two.  Upon  the  submission  of  the  program  in 
stage  two,  the  Bureau  of  Public  Roads  does  not  obligate  Federal  funds  in  the  Federal 
apportionments  to  the  extent  that  they  will  not  elapse  unless  a  project  agreement  is 
executed.   A  stage  two  program  permits  the  execution  of  a  project  agreement  with- 
out letting  the  project  to  contract  immediately  if  necessary  supporting  documents 
are  furnished.  This  procedure  will  prevent  the  elapsing  of  Federal  funds  in  the 
Federal  apportionments  to  the  amount  of  the  Federal  funds  required  in  the  program. 
This  procedure  will  obligate  the  Federal  funds  from  elapsing  indefinitely.  The 
Project  Control  Manager,  at  this  time,  deducts  the  amount  of  the  Federal  funds 
required  from  the  Federal  apportionments . 

After  the  plan-in-hand  inspection  is  made,  the  surveys,  plans ,  specif i- 
cations,  and  estimates  completed;  all  rights-of-way  procured;  the  final  inspections 
made;  and  all  documents  submitted  and  approved  by  the  State  Highway  Commission  and 
the  Bureau  of  Public  Roads  for  the  project,  the  actual  work  of  constructing  the 
project  is  let  to  contract.  From  the  low  bidder's  accepted  bid  for  the  engineer's 
estimated  quantities,  the  Office  Engineer  requests  the  Bureau  of  Public  Roads  to 
prepare  a  project  agreement  for  the  actual  construction  of  the  work  including  the 
engineering  and  supervision  of  this  phase  of  the  work  for  submission  to  the  State 
Highway  Commission  for  their  approval  and  ultimate  execution  by  the  Bureau  of  Public 
Roads . 
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From  a  copy  of  the  detail  estimate  furnished  by  the  Office  Engineer  for 
this  phase  of  the  work  which  is  a  detail  of  the  work  to  be  accomplished  at  contract 
prices  the  Accounting  Section  sets  up  a  reserve  for  the  State's  obligation  and 
transfers  the  necessary  funds  to  the  State  Highway  Commission's  subaccount  within 
the  Federal  Revenue  fund  account.  Once  transferred,  these  funds  can  be  disbursed 
for  no  other  purpose  than  that  for  which  the  reserve  was  made ,  except  they  shall 
finance  the  Federal  participation  on  an  accounts  receivable  basis  until  such  time 
as  public  vouchers  can  be  submitted  to  the  Bureau  of  Public  Roads  and  reimbursement 
received. 

The  Project  Oontrol  Manager  now  adjusts  his  obligation  of  the  Federal 
apportionments  for  this  phase  of  the  work  as  programmed  to  the  amount  shown  in  the 
detail  estimate  and  at  the  same  time  obligates  the  State  funds  required  to  indicate 
the  remaining  unobligated  State  and  Federal  funds  available. 

You  will  note  that  the  actual  work  of  constructing  the  project  including 
the  engineering  and  supervision  for  that  phase  of  the  work  is  programmed  directly 
to  stage  two,  and  public  vouchers  can  be  submitted  to  the  Bureau  of  Public  Roads 
immediately  after  the  project  agreement  has  been  executed. 
Overruns  And  Underruns  In  Project  Costs 

Since  engineering  is  not  an  exact  science,  there  will  be  overruns  and 
underruns  in  quantities  and  costs.  Therefore,  as  each  phase  of  the  work  is 
completed  and  final  reimbursement  vouchers  submitted  to  and  paid  by  the  Bureau  of 
Public  Roads,  the  Accounting  Section  must  adjust  its  reserve  accounts  accordingly. 
A  notice  of  these  adjustments  is  furnished  the  Project  Control  Manager  in  order 
that  his  records  can  also  be  adjusted  to  reflect  the  final  amount  of  the. obliga- 
tion to  State  and  Federal  apportionments. 
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FEDERAL  PARTICIPATING  PERCENTAGES 

The  Federal  participating  rates  for  the  ABC  Systems  are  computed  by 
dividing  the  amount  of  nontaxable  Indian  lands,  individual  and  tribal,  and 
Public  Domain  Lands,  reserved  and  unreserved,  exclusive  of  National  Forests, 
National  Parks  and  National  Monuments  into  the  total  area  of  the  State  and  by 
adding  this  percentage  to  a  constant  fifty  percent  which  is  given  to  each  state. 
Montana  has  a  rate  of  fifty-six  point  seventy-eight  percent  Federal  participation 
for  the  ABC  Systems  at  the  present  time. 

The  Federal  participating  rates  for  the  Interstate  System  are 
computed  by  dividing  the  unappropriated  and  unreserved  Public  Domain  Lands  and 
the  nontaxable  Indian  lands,  individual  and  tribal,  by  the  total  area  in  the 
State.  Then  ten  percent  is  applied  to  the  above  computation  and  added  to  the 
ninety  percent  given  all  states.  Montana's  current  rate  is  ninety-one  point 
twenty-four  percent  Federal  participation  for  the  Interstate  System. 

The  percentage  of  Federal  participation  to  be  received  for  an  expendi- 
ture is  the  rate  in  effect  on  the  date  the  plans,  specifications  and  estimates 
are  approved  for  construction  and  construction  engineering  projects,  and  the 
percentage  at  the  time  a  Federal  Aid  project  is  programmed  in  stage  two  for 
preliminary  engineering  and  rights-of-way  projects.  The  rates  are  shown  on  the 
detail  estimates  for  each  Federal  Aid  project. 

The  percentage  to  be  used  at  final  voucher  stage  can  differ  with  that 
used  during  the  progress  of  a  project,  as  the  percentage  to  be  used  will  be  the 
greater  of  the  prorata  when  a  project  is  set  up  or  the  current  rate  in  effect 
at  the  time  a  project  is  finalled  to  the  Bureau  of  Public  Roads. 

The  prorata  amount  of  Federal  participation  to  be  received  for  Federal 
Aid  projects  is  sent  to  this  Commission  by  the  Bureau  of  Public  Roads  whenever 
the  rate  may  change.  In  the  past  the  rates  have  been  changed  every  year. 
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CONCLUSION 


The  Accounting  Section,  in  preparing  this  booklet,  would  imply 
that  Federal  funds  are  apportioned  to  our  financial  districts,  counties, 
and  cities  by  the  State  and  that  our  Project  Control  Manager  keeps  an 
accounting  of  Federal  apportionments  by  these  areas.  This  is  not  true, 
and  the  implications  are  made  only  to  illustrate  their  utilization  rather 
than  their  control.  We  give  this  explanation  since  it  is  possible  to 
finance  projects  calling  for  100$  Federal  participation  without  regard 
to  the  financial  district  law.  It  should  also  be  noted  that  there  is  a 
lag  between  the  time  our  Project  Control  Manager  indicates  the  utiliza- 
tion of  Federal  funds  in  our  programs  and  the  reporting  of  the  obliga- 
tion of  these  funds  by  the  Bureau  of  Public  Roads.  This  lag  is  caused 
by  the  necessity  of  having  program  approvals  from  our  Commission  and  the 
Bureau  of  Public  Roads. 

We  sincerely  hope  that  this  booklet  will  be  of  assistance  to 
our  Supervisors  and  fellow  employees. 


